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Operating Expenses, the total amount
needed for EHPA, and the total amount
needed for NRMR.

(ii) The aggregate of all homebuyers’
incomes is determined. (If no definition
of income is stated in the homebuyer’s
contract, the definition in subpart A of
this part is used.)

(iii) The percentage of aggregated in-
come needed to cover 110 percent of the
break-even amount is determined. This
percentage is the one that appears in
the schedule.

§ 950.509 Responsibilities of home-
buyer.

(a) Repair, maintenance, and use of
home. The homebuyer shall be respon-
sible for the routine maintenance of
the home to the satisfaction of the
homebuyers’ association (HBA) and the
IHA.

(b) Repair of damage. In addition to
the obligation for routine mainte-
nance, the homebuyer shall be respon-
sible for repair of any damage caused
by the homebuyer, other occupants, or
visitors.

(c) Care of home. A homebuyer shall
keep the home in a sanitary condition;
cooperate with the IHA and the HBA in
keeping and maintaining the common
areas and property, including fixtures
and equipment, in good condition and
appearance; and follow all rules of the
IHA and the HBA concerning the use
and care of the dwellings and the com-
mon areas and property.

(d) Inspections. A homebuyer shall
agree to permit officials, employees, or
agents of the IHA and the HBA to in-
spect the home at reasonable hours and
intervals in accordance with rules es-
tablished by the IHA and the HBA.

(e) Use of home. (1) A homebuyer shall
not:

(i) Sublet the home without the prior
written approval of the IHA;

(ii) Use or occupy the home for any
unlawful purpose; or

(iii) Provide accommodations (unless
approved by the HBA and the IHA) to
boarders or lodgers.

(2) The homebuyer shall agree to use
the home primarily as a place to live
for the family (as identified in the ini-
tial application or by subsequent
amendment with the approval of the
IHA).

(f) Obligations with respect to other per-
sons and property. Neither the home-
buyer nor any other member of the
family shall interfere with the rights of
other occupants of the development,
damage the common property or the
property of others, or create physical
hazards.

(g) Structural changes. A homebuyer
shall not make any structural changes
in or additions to the home unless the
IHA has determined that such change
would not:

(1) Impair the value of the unit, the
surrounding units, or the development
as a whole; or

(2) Affect the use of the home for res-
idential purposes;

(h) Statements of condition and repair.
When each homebuyer moves in, the
IHA shall inspect the home and shall
give the homebuyer a written state-
ment, to be signed by the IHA and the
homebuyer, of the condition of the
home and the equipment in it. Should
the homebuyer vacate the home, the
IHA shall inspect it and give the home-
buyer a written statement of the re-
pairs and other work, if any, required
to put the home in good condition for
the next occupant. The homebuyer or
the homebuyer’s representative and a
representative of the HBA may join in
any inspections by the IHA.

(i) Maintenance of common property.
The homebuyer may participate in
nonroutine maintenance of the home
and in maintenance of common prop-
erty.

(j) Assignment and survivorship. Until
such time as the homebuyer obtains
title to the home, the following condi-
tions apply:

(1) A homebuyer shall not assign any
right or interest in the home or any in-
terest under the Homebuyer Ownership
Opportunity Agreement without the
prior written approval of the IHA;

(2) In the event of death, mental in-
capacity, or other condition as deter-
mined by the IHA, the person des-
ignated as the successor in the Home-
buyer Ownership Opportunity Agree-
ment shall succeed to the rights and
responsibilities under the agreement if
that person meets the conditions estab-
lished by the IHA. Such person shall be
designated by the homebuyer. If there
is no such designation, or the designee
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does not meet the standards of poten-
tial for homeownership, the IHA may
consider as the homebuyer any family
member who meets the standards of po-
tential for homeownership;

(3) If there is no qualified successor
in accordance with paragraph (j)(2) of
this section, and no minor child of the
homebuyer’s family is in occupancy,
the IHA shall terminate the agreement
and select another family. Where a
minor child or children of the home-
buyer’s family is in occupancy, and an
appropriate adult(s) who has been ap-
pointed legal guardian of the children
is able and willing to perform the obli-
gations of the Homebuyer Ownership
Opportunity Agreement in their inter-
est and on their behalf, then in order to
protect continued occupancy and op-
portunity for acquisition of ownership
of the home, the IHA may approve the
guardian(s) as occupants of the unit
with a duty to fulfill the homebuyer
obligations under the agreement.

§ 950.511 Homebuyers’ association
(HBA).

(a) General. (1) The homebuyers’ asso-
ciation (HBA) is an incorporated orga-
nization composed of all homebuyers
and homeowners. Each Turnkey III de-
velopment shall have an HBA, unless
the homes are on scattered sites (non-
contiguous lots throughout a multi-
block area with no common property),
or the number of homes in the develop-
ment may be too few to support an
HBA. For such cases, a modified form
of homebuyers association or a less for-
mal organization may be desirable.
This decision shall be made jointly by
the IHA and the homebuyers.

(2) The functions of the HBA shall be
set forth in its articles of incorporation
and by-laws. The IHA shall assist the
HBA in its organization and operation
to the extent possible.

(b) Funding. The IHA may provide
noncash contributions to the HBA,
such as office space, as well as cash
contributions, which shall be provided
for in the annual operating budgets of
the IHA. The cash contributions shall
be in an amount provided for in the
IHA budget and shall be subject to any
HUD restrictions on funding.

§ 950.512 Homeowners’ association
(HOA).

A ‘‘homeowners’ association’’ means
an association comprised of home-
owners, to which the IHA conveys own-
ership of common property, and which
thereafter has responsibilities with re-
spect to the common property. Only
residents who have acquired title to
their homes are members of the HOA.

§ 950.513 Break-even amount and ap-
plication of monthly payments.

(a) Definition. The term ‘‘break-even
amount’’ as used herein means the
minimum average monthly amount re-
quired to provide funds for the
amounts budgeted for operating ex-
penses, the EHPA, and the NRMR. A
separate break-even amount is estab-
lished for each size and type of dwell-
ing unit, as well as for the project as a
whole. The break-even amount for
EHPA and NRMR will vary by size and
type of dwelling unit. Similar vari-
ations may occur for operating ex-
penses. The break-even amount does
not include the monthly allowance for
utilities that the homebuyer pays di-
rectly.

(b) Application of monthly payments.
The IHA shall apply the homebuyer’s
monthly payment as follows:

(1) To the credit of the homebuyer’s
EHPA;

(2) To the credit of the homebuyer’s
NRMR; and

(3) For payment of monthly operat-
ing expense, including contributions to
the operating reserve.

(c) Excess over break-even. When the
homebuyer’s required monthly pay-
ment exceeds the applicable break-even
amount, the excess shall constitute ad-
ditional project income and shall be de-
posited and used in the same manner as
other project income.

(d) Deficit in monthly payment. When
the homebuyer’s required monthly pay-
ment is less than the applicable break-
even amount, the deficit shall be ap-
plied as a reduction of that portion of
the monthly payment designated for
operating expense (i.e., as a reduction
of project income). In all cases, the
homebuyer payment shall be sufficient
to cover the EHPA and the NRMR,
which shall be credited with the
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